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Cabinet Committee Report on 


Transportation Analyzed 
By JOHN H. FREDERICK 


Professor of Transportation, University of Maryland 


Last April, the White House released the report of the 
Cabinet Committee on Transportation, headed by Secre- 
tary of Commerce Weeks. Since then the report has re- 
ceived almost constant attention from carriers of all types, 
from many government agencies, and from shippers. The 
railroads have hailed it as “the greatest single document 
affecting the transportation industry published in the last 
15 years.” Other forms of transportation and most shippers 
have not been as enthusiastic. In fact they have condemned 
the report as being too one-sided in 
favor of the railroads. The truckers 


Financial Problems of Oregon 


Higher Education Reviewed" 
By C. WARD MACY 


Head, Department of Economics, University of Oregon 


Those of you who are administrators of colleges and 
universities in Oregon are concerned, of course, about 
the anticipated problems of taking proper care of the 
great influx of students expected in the next decade. 
Some of the impending problems, especially those per- 
taining to the acquisition and retention of adequate 
staffs, will be acute. Other problems which revolve 
around plant and equipment needs appear to be some- 
what less serious. These may be solved, in part, through 
greater efficiency of operation and 
utilization of existing facilities. To 





have gone so far as to say that, were 
the recommendations of this report 
implemented by legislation, the 
result would be to “ultimately de- 
stroy effective competition” in 
transportation. 

The report was not revolution- 
ary in the sense that it brought up 
anything new. There was hardly at 
point raised that had not been dis- 
cussed and rediscussed many times 
before. It was, however, an impor- 
tant advance in government trans- 
portation thinking, since it did 
much to destroy the common at- 
titude of taking transportation for granted. Of course, 
every single recommendation in the report still has to be 
tested in Congress before it becomes anything more than 
the interesting and important document it now is. Prob- 
ably few such airings of transportation problems have 
received the amount of intense consideration by various 
branches of government, by all types of carriers, and by 
shippers as this has anc wil have 

Any analysis of this important transportation document 
must begin by crediting those who worked on it with an 
attempt at objectivity. The working group apparently hoped 
to do a constructive piece of work, whether the result 
helped one type of carrier more than another. It seems 
certain that the best interests of the country were para- 
mount in the minds of the actual workers and the Cabinet 
Committee. That the final document seems to fall short of 
“objectivity” is probably not the fault of those who 

(Contined on page 6) 
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be sure, additional financial sup- 
port for higher education must be 
forthcoming both for capital and 
operational purposes. But an in- 
crease in the flow of dollars will 
need to accompanied by im- 
agination, iigenuity, and innova- 
tion on the part of governing 
boards, administrative officials, and 
faculties of our educational insti- 
tutions. 

In a sense, we will be faced with 
an embarrassment of riches in the 
near future. Most of us can recall 
the situation that prevailed through- 
out the country over the past quarter century, during which 
time the vast majority of colleges and universities were 
striving to increase enrollments. Not only was there com- 
petition, often of a cutthroat variety, for halfbacks, trum- 
pet players, and potential members of Phi Beta Kappa, 
but we witnessed also a mad scramble for run-of-the-mine 
students whe were needed to fill dormitories and to keep 
faculty members, especially those with indefinite-tenuze 
status, reasonably active in the classrooms. The emphasis 
on growth in numbers became a fetish in certain quarters, 
sometimes at the expense of quality. Now our worry 
pattern is different. We are wondering today how we can 
handle effectively increasing numbers of students soon to 
be with us. In my judgment, this change in the nature of 
the problem should be welcomed. Energy which was pre- 
viously expended in promotional activities designed to 
make our institutions larger can henceforth be directed 
into the more constructive work of improving the quality 
of training to be provided. Perhaps administrators of 
private colleges will be particularly pleased with the turn 
of events, which virtually assures them of optimum num- 
bers of carefully selected students. Those responsible for 
the educational programs of public institutions will doulst- 
(C ontinued on page 2) 
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Financial Problems of Oregon 
Higher Education Reviewed 


(Continued from page 1) 
less be happy if they can hold their total enrollments to 
levels that will make possible superior instruction and 
zood s:ucent performance. Educators shouid accept the 
challenge before them with enthusiasm. It is much more 
palatable to strive for quality than to engage in competitive 
activities that place so much emphasis on quantity. 

The general public will also be challenged in the next 
decade, especially that portion of the public in position to 
exercise a high degree of control over the direction of the 
flow of money income. Unanswered questions of vital im- 
portance are before us. Will citizens be sufficiently sensi- 
tive to the financial needs of institutions of higher educa- 
tion to support them in a manner that will assure the 
future generation of an adequate number of highly trained 
men and women? Will gifts to private schools and legis- 
lative appropriations to state institutions be increased 
to the point that will enable us to do a better quality job 
in educating larger numbers of students? If our economy 
continues to function at its present level, or perhaps at a 
higher level. it seems reasonable to hope that educational 
activities in future years will command a larger portion 
of our total income than in the past. We cannot be posi- 
tive of economic growth, or even stability, in the next 
decade; but so long as investment, construction, govern- 
ment expenditures, wages, and private spending keep 
rising, the economy will expand. At least, there is reason 
to think that a severe slump may be avoided through 
the judicious exercise of fiscal and monetary controls that 
are at the command of government. Under the provisions 
of the Employment Act of 1946, Federal authorities are 
legally obligated to use the power of the central govern- 
ment in an effort to escape economic chaos of the kind 
experienced in the 1930 decade. We are justified in being 
optimistic about economic conditions of the near future. 

The problems in higher education that we see ad- 
vancing upon us in Oregon are basically financial in na- 
ture. To the extent that our plants are inadequate, reme- 
dies can be quickly effected if dollars are made available. 
Our first obligation, however, is to take a long and search- 
ing look at what we have in the way of facilities, and to 
examine our internal operations before requesting money 
for brick and mortar. Additional campus living quarters 
will be needed. but their financing should not be difficult 
since they tend to be self-liquidating. More classrooms, 
laboratories. and libraries will also be necessary, but 
there is often considerable waste in the utilization of 
campus plants. This may be lessened by improvements in 
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class schedules. Educators will be expected to make plans 
for a more complete use of available space before re- 
questing new units. When needs are clearly demonstrated, 
however, the funds for enlargement of plants are almost 
certain to be forthcoming. probably after some delay. 
Usually a tangible asset essential to the educational pro- 
cess is obtainable. 

It is within the realm of higher-education personnel 
that the future poses serious issues. How can Oregon in- 
stitutions attract and retain competent persons to perform 
the additional work involved in an expanding program? 
Graduate schools are not training men and women in sufli- 
cient numbers at the present time to meet the probable 
demand for teachers at the college and university level. 
Moreover, many potential faculty members and able in- 
dividuals now on faculties are certain to be attracted to 
research and consulting positions in industry and govern- 
ment in the absence of aggressive action to prevent these 
movements. In certain <lisciplines this is now a critical 
reality. One is not being an alarmist when he stresses the 
obvious fact that higher education is falling behind in the 
keen competition for the services of top-quality people. 
To keep pace with medicine, law, engineering, govern- 
ment, and industry in the battle for superior persons, 
there must be a marked change in the economic value 
attached to teaching and research in educational institu- 
tions. Beardsley Rum stated recently that college profes- 
sors should be paid salaries ranging from $15,000 to 
330.000. Many of the best in the next decade will prob- 
ably be willing to settle for less than $30,000, but it will 
take $15,000 or more to attract and hold good men. 


In the past, the notion has tended to prevail that only 
dedicated persons enter the teaching field: that a large 
part of the compensation for college and university pro- 
fessors is in the nature of psychic income; that financial 
sacrifices for the privilege of living and working in a 
community of scholars are taken for granted. It goes 
without saying that a good teacher is dedicated. Presum- 
ably, a good physician is also dedicated; but we have 
reason to wonder what would happen to the future supply 
of doctors if prospects for monetary gain in the field of 
medicine were to be reduced to a level substantially that 
of full professors in universities. The unpleasant fact is 
that salaries of college and university personnel have 
lagged behind the scales of compensation in other pro- 
fessions and fields which require for success no more 
training or innate ability than do teaching and research. 
If careers in education are not made appealing to individ- 
uals who are superior in terms of intellect, administra- 
tive ability, and personality, we will soon find our institu- 
tions of higher education manned by mediocre staffs. There 
will probably remain a limited supply of men and women 
of missionary zeal who will perform educational functions 
in spite of monetary disadvantages. It will be suicidal, 
however, for the public to believe that the supply of such 
persons will be adequate to staff our schools properly. In 
@ materialistic world with an expanding economy, many 
opportunities are open to the most competent people. At 
its base. the personnel problem in higher education, like 
the problem of plant adequacy, is financial. 


Needed immediately in Oregon, and probably in all 
states, is an increase in the per cent of total income flow- 
ing into the channels of higher education, public and pri- 
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vate. As an approach to the solution of the predicted 
shortage of staff. more funds should be available to sub- 
sidize the graduate training of those who have shown an 
interest in a professional career in education and who ap- 
pear to be good risks. and more funds for support of in- 
stitutions which accept the responsibility and incur the 
costs of training the graduate students. Recently. | was 
interested in receiving from Yale University a bulletin 
which listed the names of thirty-one fellows in economics, 
all of them subsidized. The University of Oregon has 
funds now to subsidize six graduate students in economics. 
We had approximately thirty applications for aid in 1956- 
o7, and most of the applicants appeared to be competent. 
Perhaps many of those rejected here because of lack of 
funds will obtain help from other universities. and thus 
not be lost as potential college and university faculty 
members. Some will probably not be able to finance 
graduate training. however. and be compelled to shift to 
other fields of endeavor. 

Next, beginning salaries of teachers must be raised to 
a level that will have more appeal. especially to those 
whose qualifications offer them a choice of work. On my 
desk now is a letter from the Ohio State Department of 
Taxation, asking if we have graduate students in public 
finance near the Ph.D. level to recommend for research 
positions. The Ohio department is enlarging its research 
staff and will pay beginning salaries of 36.300 for young 
economists, with annual increases of $300 promised. 
These positions are tempting to those about ready for em- 
ployment when they compare such salaries with their 
immediate prospects in the teaching field. 

Finally, and perhaps of greatest importance, is the need 
to compensate the most successful staff members of colleges 
and universities in a manner comparable to the financial 
rewards elsewhere. If this last step is not taken, then we 
will fail in the crucial matter of assuring capable young 
people a reasonably attractive financial future. In address- 
ing this audience, these points need not be labored, but 
we should not be unmindful of their significance. Gifted 
and creative individuals, with few exceptions, are not dis- 
posed to ignore the mundane matter of financial reward 
for services rendered. 

We may turn our attention now to a consideration of 
some data which relate to the financial capacity of Oregon 
to support higher education. As stated above, an increas- 
ing portion of the state’s income must go into educational 
channels if colleges and universitic + are to reach their goals. 

The statistics to be presented are chiefly those relating 
to public education: I regret that they have a less direct 
bearing on the problems of financing private institutions. 
The condition of the national economy, of which Oregon's 
economy is a part, is of crucial importance to the indepen- 
dent colleges in our state. because of their heavy reliance 
upon tuition revenue and gifts for financial support. Most 
private institutions represented here have alumni in many 
states and draw students in large numbers from outside 
the boundaries of Oregon. Moreover. individuals and 
corporations, as potential large contributors to private 
schools, are scattered far and wide: and the major foun- 
dations are located elsewhere. Thus the financial welfare 
of the independent schools is not tied quite so closely to 
the Oregon economy as is that of state-supported schools, 
Rising costs and relatively poor return on endowments 
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create difficult obstacles which can be overcome partially 
by higher tuition charges. In a flourishing economy, there 
should be adequate support from tuition payments, regu- 
lar alumni contributions, and large gifts to keep good 
private colleges and universities in sound condition. The 
President of Columbia University announced recently that 
salaries at Columbia will be increased by 10° per cent 
next year, with full professors’ compensation ranging 
from $10,000 to $15.000. He stated that the increase is 
possible because of the Ford Foundation gift, in which all 
private educational institutions shared, and a substantial 
boost in tuition. A similar pattern is being followed by 
many smaller schools where salary scales are lower, but 
on the upgrade. 

There is an ample supply of dollars available under 
present economic conditions to support the independent 
institutions of high scholastic standing. There must be 
found a way for private and public institutions alike to 
convince the public that investment in the development 
of our intellectual resources is esssential to our spiritual 
and material well-being: that expenditures for higher edu- 
cation are productive: and that the problems of society 
must be attacked by an educated and intelligent citizenry if 
the democratic state is to thrive. | have no suggestions to 
make with respect to procedure for private colleges beyond 
those that have occurred to you many times. The forth- 
coming pressure of numbers, however, will place educators 
in a strategic position to make appeals for funds, and | 
believe that a prosperous American public will be re- 
ceplive to the obvious needs. 

Within the realm of public higher education, the aggre- 
gate income of a state is the most accurate measure of its 
ability to support an educational program. In 1954, per- 
sonal incomes in Oregon totaled 32.9 billion, slightly less 
than one per cent of the national income. The per capita 
income was $1,757, almost the same as the per capita 
figure for the United States as a whole, $1,770. In _pre- 
senting statistics. | shall make frequent comparisons of 
Oregon data with those of Washington, California, Col- 
orado., Illinois, Indiana, lowa, Michigan, Minnesota, Ne- 
braska, and Wisconsin. These are examples of states in 
which publicly supported institutions of higher education 
play important roles. You and I realize that there are no 
completely reliable statistical yardsticks available for 
use in the field of higher education. As a consequence. it 
is diflicult to make comparisons of states, and, when made, 
they ar2 cften mi leading. We cannot expect to throw many 
data into a mixer and have emerge a magic formula or 
simple directive for action. Nonetheless, there is some- 
thing to be gained by a study of comparable statistics 
bearing upon educational activities of different states. 

We note in Table 1 that per capita income in Oregon was 


TABLE 1. PER CAPITA PERSONAL INCOME BY STATES 
1953 1954 
. $1,790 $1,770 
1,794 ey 
Washington 1,960 1.919 
California 2,194 2,162 
Colorade : : Yt 1,686 
2,168 2,155 
1,936 ) 831 
1,539 1,667 
2,124 2,017 
1,621 1.6 
1.554 1,635 
. o . 1,762 1,706 
Survey of Current Business, Otlice of Business Economics, | 

ment of Commerce (Sept. 1955). 


Lnited States 


[linois 
Indiana 
lowa 
Michigan 
Minnesota 
Nebroska 
Wisconsin 


Source: . S. Depart- 
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lower in 1954 than in Washington, California. Illinois. In- 
diana, and Michigan: higher than in Colorado, lowa, Min- 
uesota, Nebraska, and Wisconsin. Oregon ranked seven- 
tecnth among all states in that vear. Per capita incomes de- 
clined slightly from 1953 to 1954 except in Lowa. Minne- 
sola, and Nebraska. The recent severe slump in agricultural 
prices will probably be reflected in lower per capita figures 
for these agricultural states when 1955 returns are made 
public. 


TABLE 2. EXPENDITURES FOR STATE INSTITUTIONS OF HIGHER 
EDUCATION IN RELATION TO STATE PERSONAL 
INCOME, -1954 
Expenditures*® 
(thousands of dollars) 
' ....... § 19,585 
36,874 
74,151 
25,231 
67,293 
56,598 
35,390 
87,792 
44,082 


Personal Incomet Expenditures as 
(millions of dollars) Per Cent of Income 
$ 2,881 67 

4,934 109 
27,026 64 
2,528 .00 
19,812 34 
7,769 73 
4,443 80 
14,172 62 
5,148 86 
17,831 2,234 79 
a 6.188 Yi 
* Source: Compendium of State Government Finances in 1954, Bureau of Census, 
U. S. Department of Commerce (1955). 
+ Source: Survey of Current Business, Office of Business Economics, U. 5. De- 
partment of Commerce (Sept. 1955). 


Oregon 
Washington 
California . 
Colorado 
Ilineis 
Indiana 
lowa 
Michigan 
Minnesota 
Nebraska 


Wisconsin 





Total expenditures for higher education financed by 
states are shown in Table 2. These are for the fiscal year 
1954. Included in these outlays are funds spent for capital 
additions and for commercial activities, together with the 
operating expenses more directly associated with instruc- 
tion. Income from commercial activities in each state 
more than offset expenditures, and in some cases there 
was a sizeable profit resulting from commercial operations. 
This means that those who purchased the goods and 
services, mostly students. bore the costs directly without 
burden to taxpayers. Moreover, a part of the operating 
expenditures were met by tuition revenue with no load on 
the taxpaying public. The total outlay figures have con- 
siderable significance, however, because they reveal the 
scope of educational activities, with the dollars to meet 
the costs coming for the most part, and in one way or 
another, from personal incomes of the state. Shown also in 
Table 2 are the total incomes of the states selected for this 
presentation and the percentage of each total that was 
spent for higher education in 1954. Oregon lagged behind 
Washington, Colorado, Indiana, lowa, Minnesota, and 
Nebraska in that year. 

When the expenditure data for the 1955 and 1956 fiscal 
vears are published. Oregon’s position among many of 
these states will probably be less favorable. Faculty salaries 
have remained almost stationary in Oregon public insti- 
tutions of higher education in the past three years, while 
those of staff members in state universities in Washington, 
California, Illinois. Michigan, Minnesota, and Wisconsin 
have continued to rise sharply. A few years ago, Oregon 
was holding its own in the upward trend. Today our state 
is far behind. With salaries constituting a significant part 
of total costs of higher education, it is reasonable to con- 
clude that current statistics on total expenditures as a per 
cent of state income would show that Oregon has lost 
ground in comparison with other states. 

Other data pertaining to the relative position of Oregon 
among selected states are those which reveal per capita 
expenditures for state institutions of higher education 
(see Table 3). Two states, [llinois and Wisconsin, had less 
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per capita outlay in 1954 than Oregon. The remaining eight 
states spent more per person. The low per capita expendi- 
ture in Illinois for public higher education is probably 
due to the fact that this state has two major private uni- 
versilies in addition to a large number of small indepen- 
dent colleges. Total enrollment in’ state-supported col- 
leges and universities in Indiana, for example, exceeded 
by two thousand the enrollment in comparable educational 
institutions of Illinois in 1954, although Indiana’s popu- 
TABLE 3. PER CAPITA EXPENDITURES FOR STATE INSTITUTIONS OF 
HIGHER EDUCATION; PERCENTAGE OF COLLEGE STUDENTS 
IN STATE INSTITUTIONS, 1954 
Per Cent of 
Per Capita Students in State 

Expenditures* Institutionst 
Oregon saheginsiontntion sii 68 
Washington 14.88 61 
California 14.29 28 
Colorado secceccceccceses coer cccceccecoccces- ec cces we Stee 62 
Illinois ; iiainataicintanmecileceeiie 7.47 28 
Indiana 13.68 58 
Iowa isi secinaianaiieall 13.59 48 
iii aie aia adiienin 12.81 50 
IID cincescniscnsinsinnentinteiiemncnenssnenteenntenteeanennts cations 14.44 5! 
Nebraska 13.24 50 
Wisconsin scanned oe nine ae 58 

* Source: Compendium of State Government Finances in 1954, Buieau of Census, 
U.S. Department of Commerce (1955). 

+ Source: Fall Enrollment in Higher Educational Institutions, 1954, U. S. Depart- 
ment of Health, Education and Welfare, Cireular No. 419. 
lation is approximately one-half that of Illinois. For that 
vear 28 per cent of the students in colleges and universities 
of Illinois were enrolled in state institutions, while 58 per 
cent of Indiana’s students were in state-supported schools 
(see Table 3). A relatively high per capita expenditure 
for state institutions of higher education in California 
was also revealed, but, like Illinois, only 28 per cent of 
students in that state attended these schools. Both full-time 
and part-time students are included in the totals. As a 
consequence, the data are not wholly reliable as a basis 
for drawing conclusions. It is significant, nevertheless, that 
Oregon’s publicly supported institutions of higher educa- 
tion enrolled a larger percentage, 68, of the state’s college 
and university students in 1954 than did any of the other 
ten states, while per capita expenditures for public higher 
educational institutions in Oregon were lower than eight 
of the other states. Thus it appears that state schools in 
Oregon carry a relatively large part of the load at a rela- 
tively low per capita cost. 

Additional data which bear upon our problem have 
been assembled and compiled in Table 4. Column 1 shows 
current operation expenditures for state institutions of 
higher education in 1954, other than outlays for com- 
mercial activities. As indicated above, these activities are 
more than self-supporting in each of the states being con- 
sidered. and thus place no burden on taxpayers. Column 2 
reveals capital outlays. and Column 3 the total expendi- 
tures for operation and capital additions. In Column 4 
are shown revenues received from charges made by the 
institutions, chiefly in the form of tuition and fees. By 
subtracting current revenues from total expenditures, we 
obtain in Column 5 the amounts that represent, in general, 
the dollars obtained in 1954 from the states’ treasuries 
for publicly supported colleges and universities. Each of 
these amounts as a per cent of the state’s income is indi- 
cated in Column 6. The ratio of capital outlay to current 
operation expenditure varies from state to state. I have 
no breakdown of the capital expenditures, but some of 
them represent, no doubt, costs of dormitories to be paid 
for, in the long run, by occupants. By ignoring capital 
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outlays completely and by subtracting current revenues 
from current operational expenses, we obtain the figures 
in Column 7. These are shown as percentages of incomes 
in Column 8. For operation alone, Oregon taxpayers were 
contributing in 1954 a higher per cent of total state in- 
come than in several states, but less than those of Wash- 
ington, California. Iowa. and Minnesota. If we may as- 
sume that spending for dormitory construction is ap- 
proximately the same per cent of total capital outlay in 
each state, then Column 6 has more meaning in a com- 
parative study than Column 8. 

On the basis of these statistical data. the following con- 
clusions seem to be warranted: 


(1) Per capita income in Oregon is high in relation 
to most states, including the majority of those selected 
for consideration in this analysis. Net income is the best 
measure of a state’s ability to support public welfare ac- 
tivities. 

(2) Per capita expenditures for state institutions of 
higher education are low in Oregon in comparison with 
other states in the study. This situation prevails in spite 
of the fact that state schools in Oregon carry a larger part 
of the total educational load than do the publicly supported 
institutions in the other ten states. 


(3) Expenditures for the support of institutions of 
higher education as a per cent of state income are low in 
Oregon in relation to the majority of states. Revenue 
from tuition relieves the taxpaying public to some extent, 
although such revenue comes largely from state income. 
After operation revenue is accounted for as a partial off- 
set to expenditure, Oregon remains relatively low in terms 
of the per cent of state income used in support of public 
higher education. 


No attempt has been made in this analysis to preseat 
data on median incomes of families, the source of income 
payments, and the degree of inequality in income distribu- 
tion. These factors have significance in the overall picture, 
but could not be treated in this brief statement on financ- 
ing higher education. In considering the economics of 
government expenditures, however, it is well to bear in 
mind that income is generated by spending on the part 
of the public and private sectors of the economy alike: that 
educational outlays are productive and incur no loss to the 
total economic order, because taxes taken from the in- 
come stream at one place return tc the stream immediately 
at another place. The ‘low continues, and this is important. 
We in this room will argue that keeping up the flow by 


spending for education is constructive and economically 
sound, 

Another aspect of the total picture of financing higher 
education is taxation. Time permits only a brief reference 
to this. Because of the heavy burdens imposed on income 
recipients by the Federal government, states and local 
units are finding it increasingly difficult to obtain revenue 
for needed public services. The forty-eight states. col- 
lectively, get approximately 12 per cent of all tax revenues. 
Each state is faced with the problem of obtaining funds in 
sufficient amount to care for its pressing needs. Oregon’s 
problem is little different from that of her sister states. 

In the final analysis, it is net income that measures a 
state’s capacity to provide financial support for education 
and other public projects. All taxes come from income, 
regardless of the nature of the revenue measures. Oregon, 
Wisconsin, and New York rely heavily upon personal in- 
come taxes; Washington, Illinois, Indiana, lowa. and 
others depend principally on general sales taxes; all states 
tax motor fuels and most of them impose levies on tobacco 
and liquor. Nebraska uses the property tax as a major 
source of state revenue. All taxes have an adverse effect 
upon disposable incomes of individuals. It is simply a 
question of whose incomes are to be reduced and by what 
amounts in order to obtain the funds to meet the states’ 
expenditures. Property taxpayers demand relief: income 
taxpayers demand relief: and consumers as taxpayers 
demand relief or, perhaps I should say, in some states they 
would demand relief if they were aware of the fact that 
they carry as much as 80 per cent of the state tax load. 
All taxpayers cannot be given relief if public activities are 
to be supported adequately. 

Viewed in the light of the canons of productivity, econ- 
omy, convenience, and justice. taxes difler considerably. 
We tend too often to judge the e::-cts of a tax by noting 
only its initial impact, neglecting the vital matters of 
shifting and incidence. If the residents of a state could 
reach general agreement concerning the best distribution 
of the burden of taxation among income recipients, then a 
tax system could be devised that would attain the objective, 
assuming the incidence of each tax in the system is clear. 
It is important to keep in mind, however, that each tax. 
whether paid directly or in a hidden fashion, comes out 
of income. Like other states, Oregon needs more tax 
revenue. Her per capita income is relatively high. The 
question, then, is principally one of willingness to divert 
slightly more of personal incomes into chaniels which 
will provide adequate financial support for gene1al wel- 
fare projects, including higher education. 


TABLE 4. ADDITIONAL DATA ON FINANCES OF STATE INSTITUTIONS OF HIGHER EDUCATION, 1954 


(1) (4) (6) 

Operation Revenue from Expenditures (7) (8) 

Expenditures, Charges, (5) Not Covered Operation 
Excluding (2) Excluding by Charges, Expenditures, 
Commercial Capital (3) Commercial as a Per Cent Less Revenue 
Activities Outlay Total of State from Charges 
(thousands of (thousands of (thousands Personal (thousands of Personal 
dollars) dollars) of dollars) dollars) Income 


$ 3,244 $ 16,3146 $ 11,116 49 
1,118 29,695 21,126 43 
37 865 165,204 119,213 11 
7,434 20,977 8.110 32 
12,749 59,828 1.879 54,919 22,200 Jl 
10,0314 4) ,737 5,711 36.026 25,992 33 
1.632 27.356 9 23,079 18,117 42 
7,958 67 573 13,096 54,477 46,519 
4,370 34,20] 6,620 27.581 23.211 
3.890 13,327 1,973 11,354 7,101 
5,568 29,833 6.284 23,519 17,961 


Operation 

Expenditures 

Not Covered 
hy Charges 

(thousands of 

dullars) dollars) Income 
$1,956 $ 14,390 0 
4,45] 25,244 51 
8.126 157,078 98 
5,433 15,544 


Expenditures 
asaPer Cent 
Activities of State 


(thou sands of 


Oregon 
Washington 
California 
Colorado 
Tilinois __.... 
Indiana 
Jowa 
Michigan 
Minnesota 
Nebraska 


Wisconsin 


59,615 
29.831 
9 437 


24,265 


Source: Compendium of State Government Finances in 1954, Bureau of Census, U. S. Department of Commerce (1955). 
I } 
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Cabinet Committee Report on 
Transportation Analyzed 


(Continued from page 1) 


developed the first draft. but the result of rewriting, pull- 
ing, and hauling it underwent at the hands of various 
government departments and the White House staff. In- 
fluences of a political nature were also doubtless brought 
to bear. 

Two broad principles appear in the report: (1) In the 
final analysis it is the consumer who pays all costs of 
transportation, so that if there are, at present, conditions 
causing increased transportation costs the consumer is 
placed at a disadvantage. Evervone admits that com- 
petitive conditions have changed since the original Trans- 
portation Act was passed in 1887, and the framers of the 
report feel that freer competition. through relief from some 
of the stricter regulatory practices. might reduce total 
costs to consumers. (2) The way to arrive at lower costs, 
through freer competition. is by encouraging and devel- 
oping the common-carrier segments of the transportation 
industry. It appears to be hoped that moving common 
carriers out of a loss position and into a compensatory 
position would result in lower rates and hence savings to 
shippers. 

Certainly, there has been a considerable increase in com- 
petition since the last revision of transport regulation, and 
this competition has had a tremendous impact on common 
carriers—such an impact that there is danger of common 
carriers becoming weakened. Many people feel that to 
weaken the common carriers would be a serious mistake. 
since we need those with known schedules and rates, pre- 
pared to serve in a national.emergency. All this boils down, 
in the eyes of the Cabinet Committee, to a single question: 
How can we recognize and keep the common carriers 
strong in the face of the continual encroachment of their 
traflic by private, contract, and exempt carriers? 

On May 9, 1955, a bill (S. 1920) was introduced in the 
Senate in behalf of the members of both parties to imple- 
ment the recommendations of the Committee Report. The 
next day two bills (H.R. 6141 and H.R. 6142) were in- 
troduced in the House for the same purpose. No hearings 
were held during the session of Congress which adjourned 
in July 1955, but last September a subcommittee of the 
House Committee on Interstate and Foreign Commerce 
held a short hearing at which government witnesses and 
representatives of the arious carriers were heard. Fur- 
ther hearings will be held both hy Senate and House com- 
mittees. 

It would take too long to discuss all the recommenda- 
tions of the Cabinet Committee which pending legislation 
proposes to implement: but the core of the report is con- 
cerned with rates, and it will stand or fall on what Congress 
decides to do about the rate recommendations. 


(1) It is proposed to deprive the Interstate Commerce 
Commission of the power to interfere with railroad or 
common-carrier truck rates so long as these rates fall 
somewhere within what is called a “zone of reasonable- 

99 . . . r 
ness,” a zone which has very broad limits. No rate could 
any longer be suspended as being too low if it returned 


the “ascertainable direct cost” of the service involved. 


This means the out-of-pocket cost, without counting any- 


6 


thing for overhead, debt service, profit, or other factors 
which would have to be included were actual total costs to 
be considered as the minimum. 

No rate could be suspended as too high if it were not at 
least as high as the total of all costs. It could. of course, be 
much higher. The present criteria of value of service 
(a ton of coal moves at a lower rate than a ton of gold), 
comparison with other charges for similar movements. 
the effect upon other carriers and communities—these 
factors would be eliminated. 

If there has been one dominant influence on the freight- 
rate structure of the railroads, it has been the test of what 
the traffic could reasonably bear: and. in application of 
this test. important evidence has been the value of the 
commodity. Not only have the literally thousands of items 
of freight traffic been classified for rate-making purposes 
largely on the basis of their value, but this element. often 
referred to in the past as the value of the service. has been 
an important guide in distributing the so-called transpor- 
tation burden among the more important commodity 
groups. By transportation burden is meant the overall 
revenues required to conduct the transportation, presum- 
ably at a profit. 

Farmers are a major beneficiary of these rate policies, 
which for the most part ignore unit costs of transportation 
in the railroad business. It has also been these same value- 
of-service principles of rate making which have driven 
high-rated traffic to trucks and placed a greater burden 
of overhead on low-rated commodities. 

Cost of service has thus not been a dominant factor in 
the making of railroad rates in the past. The committee 
proposals would make it the most important factor in the 
future. in the hope of permitting the railroads to recap- 
ture some of the high-grade traflic now carried by trucks 
and in the ultimate hope of reducing the burden now borne 
by shippers of low-value commodities. 

Sec. 2 of the Interstate Commerce Act prohibiting un- 
just discrimination and Sec. 3 prohibiting undue prefer- 
ence and undue prejudice of shippers. firms, associations, 
localities, districts, territories, ete. would remain = un- 
changed. These provisions supposedly insure that all per- 
sons in similar circumstances will be treated fairly by the 
common carriers and allow the commission to correct in- 
equities. 

In their managerial discretion, subject only to minimum 
and maximum criteria. the carriers would be able to charge 
what they chouse. Should these charges violate Sec. 2 by 
being preferential or prejudicial, the commission, to carry 
out the intent of this section, must continue to have power 
to prescribe exact rates within the zone of reasonableness 
to remove the preference or prejudice. To limit the com- 
mission to maximum and minimum rate prescriptions is 
to vitiate in a large degree its power to correct preference 
and prejudice. What the report proposes is that the duty 
to establish reasonable rates be maintained. but that the 
Interstate Commerce Commission be left without the power 
to restrain excesses, : 

If the committee recommendations are made into law the 
result will give carriers, particularly the railroads, a high 
ceiling and a low floor, between which they could juggle 
rates up and down at will to do two things—undercut 
competition to eliminate it, and charge all the trafhie could 
bear where competition is absent. 
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The committee report indicates that competition should 
be relied upon generally to prevent carriers from charging 
excessive rates. If it did not, the power to fix maximum 
rates would still be available to the 1.C.C. Shippers might 
strongly oppose elimination of the long-standing rule of 
rate making, particularly the directive that the I.C.C. con- 
sider “the effect of (proposed) rates on the movement 
of traflic by the carrier or carriers for which the rates are 
prescribed.” This mandate has always been considered by 
shippers as a safeguard against high rates. Many shippers 
would not like to try to get rate inequities corrected after 
rate-level changes had taken place rather than before con- 
sent had been given by the I.C.C. 

It is within the realm of probabilities that minimum 
rates to recapture large volumes of competitive traflic plus 
maximum rates on noncompetitive traflic could increase the 
general revenues of the railroads to a point where even 
the whole body of rail users might benefit by overall lower 
rates. But someone is going to get hurt in the process. The 
ones hurt are going to be the small town, the small busi- 
nessman, as well as manufacturers and wholesalers who 
do not have the leverage of competition to force rates down 
to minimum levels as do their counterparts in large cities 
and large industries. 


(2) The committee report recommends abolition of the 
1.C.C. power to suspend a “suspect rate” pending an in- 
vestigation of its legality. The report proposes that the 
1.C.C. suspension power be available only as an extraor- 
dinary measure, to be employed only when a complaining 
party can show that he suffering irreparable injury. 

If the complainant is a competing carrier, the burden of 
proof would be shifted from the carrier proposing the 
rate, as now provided in the [.C.C. Act, to the complaining 
carrier. The complaining carrier would then have the 
burden of proving that the proposed rate was inadequate to 
cover “out-of-pocket costs”—a well nigh impossibility on 
the basis of the other fellow’s figures. 

The suspension period would be reduced from seven 
months to three. In the past the seven-month period has 
proved inadequate; so it is certain, if the committee report 
were adopted, that even in the rare instances when the 
Interstate Commerce Commission would be able to sus- 
pend a rate, the rate would go into effect before the 1.C.C. 
could complete its investigation. 


(3) The committee report would in effect repeal Sec. 
4 (the long-and-short-haul clause} of the act by removing 
the requirement that rail and water common carriers 
must obtain prior approval for rates in violation of this 
clause if such rates are necessary to meet actual competi- 
tion and the charge is not less than a minimum reasonable 
rate. 

Under existing law the railroads (there is no such clause 
applying to motor carriers) are forbidden to charge a 
higher rate to a near than to a more distant point on the 
same line. They are also prohibited from charging a rate to 
a given point greater than the sum of the rates covering 
intervening points. 

There will doubtless be strong opposition to this pro- 
posal. The Intermountain cities such as Spokane and Salt 
Lake City will again lead the fight as they did in the 1930s 
when the railroads sought repeal of this section. It must 
be admitted, however, that the case of inland shippers has 
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been weakened in the past twenty years by their increasing 
use of trucks. while, at the same time. expecting railroads 
to continue to surrender their opportunity to compete ef- 
fectively for traflic. It might also be mentioned that, as far 
as the railroads themselves are concerned, the greater 
utilization of railroad capacity today compared with earlier 
periods would seem to make it questionable policy to re- 
turn to general long-and-short-haul discrimination except 
for circuitous lines. 


(4) The committee report would permit carriers to 
establish volume rates. or rates based on “incentive” mini- 
mum rates. Under this recommendation the carrier would 
be permitted to make special trainload rates, of which 
obviously only very large shippers could take advantage. 
Carriers would also be permitted to establish rates more 
favorable than cither the carload rates or less-than-carload 
rates under the guise of utilizing equipment to the fullest 
capacity. 


The committee report and proposed legislation sets no 
standard by which to judge what the overall body of com- 
mon-carrier rates shall be, other than charges sufficient 
to encourage technical innovations, the development of new 
rate and service techniques, the increase of operating and 
managerial efficiency, full use of facilities and equipment. 
and the highest standards of service. safety, economy, 
efliciency, and benefit to the user and ultimate consumer. 

Prior to 1920 the standard was that rates should pro- 
vide carriers as a whole or in rate groups with a fair re- 
turn. This was the sole consideration. Subsequent to 1920 
this standard was changed; and railway rates at least have 
been prescribed which give due consideration to their effect 
on the movement of traffic, to the need for efficient railway 
transportation at the lowest cost consistent with furnish- 
ing such service, and to the need for revenues to provide 
such service. 

Now it is proposed to eliminate any consideration of the 
effect of rates on the movement of traffic and to substitute 
merely definitions of minimum and maximum rates. 
Sec. 15a of the act, with its long and turbulent history, is 
blithely thrown out the window. Apparently there is no 
broad standard by which the commission can determine 
what the entire body of rates should accomplish. Untram- 
meled competition is to become the rule. 


It is a fact that railroad and truck rates have never 
borne very much relation to cost: but, should the report be 
implemented by the proposed legislation, the 1 cilroad- 
could engage in a campaign to recapture lost business from 
the trucks by publishing minimum cost rates. The danger 
to shippers rests in the fact that the railroads would be 
strongly inclined to only cut rates where the trucks are a 
serious competitive factor, particularly on the short hauls. 
Cost factors now prevent the trucks from being compctitive 
factors on long hauls: therefore the rails would establish 
minimum rates where necessary on short hauls and retain 
maximum or “what the traflic will bear” rates on long 
hauls. The primary factor in rate making would he the 
competitive struggle among the various modes of transpor- 
tation-—exactly what the Act of 1887 was passed to correct! 
So, with more competitors for the total pool of trathe than 
ever before, we may go back to the regulatory siiuation of 
seventy years ago, with the shippers again the victims of 
the inevitable struggle. 





CURRENT BUSINESS TRENDS IN OREGON 


Employment. The number of nonagricultural workers in Ore- 
gon increased 3.1] per cent (14,100) between mid-March and mid- 
April 1956. The largest increases were in logging and sawmills 
(7,000), contract construction (2,300), and retail trade (1,400). 
There were no sizeable decreases. The total for April 1956 was 
17,500 above the same month a year ago. More detailed data supplied 


by the Oregon State Unemployment Compensation Commission fol- 


lows: 


Lumber & wood products 
Food & kindred products - 
Other manufacturing 


Total manfacturing 


Contract construction 
Retail trade 
Government 
Other nonmanufecturing 


Total nonmanufacturing 
Total nonagricultural employment 


Lumber. April 1956 production of lumber in the Douglas-fir area 


Apr. 1956 


77,800 


. 14,000 
. 46,600 


—_— -—-—— 


138,400 
23,000 
80,200 
75,500 

151,000 


_ 


329,700 


468,100 


Mar. 1956 


70,100 
13,500 
46,200 


129,800 
20.700 
78,800 
75,500 

149,200 

324,000 

451,000 


Apr. 1955 


77,100 
13,300 
41,600 


132,000 
20.500 
79,500 
73,400 

145,200 

318,600 

450,600 


of the Pacific Northwest increased moderately over March produc- 


The figures below were supplied by the West Coast Lumbermen’s 
Association and are in thousands of feet, board measure: 
Apr. 1956 Mar. 1956 
_.. 184,750 176,280 
_ 189,700 198,015 
_. 774,709 798,317 
988,723 1,033,120 


Apr. 1955 
191,233 
228,125 
874,393 
971.210 


Average weekly production 
Average weekly orders 


Unfilled orders, 
Lumber inventory, end of month —... 


end of month 


Banking. Loans, investments, and deposits of Oregon banks that 
belong to the Federal Reserve System are shown below (in millions 
of dollars) : 

Apr. 25, 1956 Mar. 28, 1956 Apr. 27, 1955 
Loans sidpaciptassiciisidbiabtianatsihiantatn $ 770 $ 758 $ 690 
DEIIITIED snnnvcinndnienninnnnincietiaiein a 683 737 
Deposits ._ 1,614 1,621 1,614 


Index of Man Hours in Manufacturing. One of the best indi- 
cators showing changes in manufacturing activity is the man hours 
of industrial production workers. These figures apply only to person- 
nel engaged in direct manufacturing activities; sales, ofice, and gen- 
eral administrative employees are excluded. The index is derived by 
the Bureau of Business Research from data supplied by the Oregon 
Unemployment Compensation Commission. The most recent reading 
covers the month of March 1956. (No adjustment for seasonal varia- 


. 3 _ . 28 - ( 55 -_ — ‘ i 
tion, but was slightly less than a of April none Nag a! a tion has been made. 1951100.) 
received by mills during \pril 1956 were substantially be ow the 1955 1956 1955 s006 
total received during the same month a year ago and noticeably jan. 84.9 84.1 July —........102.8 
lower than March 1956 orders. However, current production was Feb. —..........85.0 84.2 Aug. 114.0 
lower than orders so that inventory declined slightly. Reduced lum-  “!@"- ------ 84-4 84.1 Sept. ........104.1 
. Nitin , ; , ; a onan ee, | 
ber orders is an aspect of a slowing of residential construction which 


. a" : : - May ...... 2.7 —_ a, | 
has been quite general throughout the United States this spring. June 102.1 Dec. ............... 88.0 


BANK DEBITS 


Bank debits represent the dollar value of checks drawn against the deposit accounts of individuals and business firms. Bank debits are regarded as good indicators of 
current business activity, although their value for this purpose may be impaired by the inclusion of large checks arising out of transfers of funds for the purchase of certaiv 
types of capital assets that do not constitute “business activity.’’ The Bureau of Business Research collects bank debits from 152 banks and branches monthly. 


Number of Apr. 1956 
Banks Debits Compared w ith 
Reporting Mar. 1956 Apr. 1955 Mar. 1956 Apr. 
$1,503,318,108  $1,423,217,980 , + 9.: 
962,572,413 887 581,561 
114,505,221 118,991,819 
114,125,696 138,950,647 
22,721,570 23,195,002 
55,211,638 50,448,241 
60,020,097 56,990,250 
24,720,833 28,001,148 
22,638,612 21,859,629 
23,925,710 26,579,822 
30,222,987 31,569,111 28,077,296 
21,175,907 22,589,683 21,468,878 
16,850,585 18 24 17,487,687 


Debits 
Apr. 1956 
$1,501,552,650° 
942,814,367 
120,915,958 
147,008,783 
22,943,212 
60,034,323 
63,776,313 
24,507,290 
25,366,714 
25,906,211 


Debits 
Marketing Districts 


ET 148 


Portland (Portland, 1 NN 4l 
Lower Willamette Valley (Salem, McMinnville, ete.) ——— 22 
Upper Willamette Valley (Aibany, Corvallis, Eugene, etc. ) ne 21 
North Oregon Coast (Astoria, Tillamook, ete.) —— tthe nateas 
Douglas, Coos, Curry counties 

Southern Oregon (Ashland, Medford, Grants Pass) - aie 
Upper Columbia River (The Dalles, Hood River, ete.) — 
Pendleton area... 

Central Oregon (Be -y ee ville, Re Duend , ete. - 
Klamath Falls, Lakeview area... .._.. Pee ee 
Baker, La Grande area —...... 
Burns, Ontario, Nyssa 

















a 
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BUILDING PERMITS 


Building permits give an indication of building operations planned rather than actual construction under way. Care must be taken in interpreting these data to allow for 
the lag which may elapse between the issuance of the permit and the beginning of actual construction. The data have been collected by the Bureau of Business Research. 
Additions, 
Alterations 
& Repairs 
Apr. 1956 


New New Nor.- 
Residential resident. Il 
Apr. 1956 Apr. 1956 


T otals 
Mar. 1956 


Totals 
Apr. 1955 


Totals 
Apr. 1956 


Albany... 





$117,000 
111,400 








Bend ale 
a 





ESTERS 
Eugene _.. 





21,000 





I 
Hillsboro. he 
Klamath Falls...» 
McMinnville... __..___.. 
Medford 

North Bend 

Pendleton 

Portland 

Roseburg 

Salem. 

Springfie ld Pe OOO 
The Dalles... 

Lane County 

Multnomah County 

Wasco County 

37 other communities 


Totals 


8 





1,678,905 
92,450 





283,100 
70,100 
64.95% 

847,000 

2,240,059 
19,000 
782,072 


$7,330,360 


$ 352,800 


2,500 
67,475 
100 
87,850 
4,600 
25,900 
22,700 
150 
46,930 
6,750 
$93,288 


802,225 


7,000 
57,150 
53,000 
81,525 

554,900 
82.396 
11.964 


493,119 


oe le 


$4,159,313 


$ 27,800 
20,735 
21,368 

171,315 


6,390 
22,160 
150,377 
24.700 
93.332 
9,290 
8,451 
1,219,815 
79,300 
88,811 
33,225 
38,005 
53,812 
108.015 
Zi 
295,979 


$2 134.061 


$ 


197 ,600 
131,635 
109,813 
374,415 
166,150 
134,590 
95,500 
359,527 
104.350 
206,712 
41,570 
529,719 
4,730,975 
178,750 
129,064 
156.325 
185,103 
1,155,742 


2,130,191 


31,161 
1,575,182 


$13,025,767 


78,800 
107.500 
108,880 
287 547 
207 375 

65,130 
223,300 
337,490 

30,300 
285,118 
101,186 
209.845 


268,190 


88,735 
170,498 
197 486 
315.512 
B54.776 


2.513,925 


89,34) 


2,319,830 


$iv 


70,924 


52,600 
190,790 
22,935 
150,410 
365,972 
94,125 
97,250 
223,100 
62 000 
152.010 
28 820 
51.: = > 
one ae 
117.445 
£00 056 
205,210 
90.744 
1.037.336 
3,091 581 
162,138 


» BA ao) 
1,328,222 


$13,271,712 
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